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DR. GERSTEIN. Thank you. And, again, | appreciate the
opportunity. Again, thank you to the Conm ssion nenbers, to the
Chair for this opportunity to present sonme of the material that
we have included in our report subsequent to the previous
meeting. CASINO GAMBLI NG PARI - MUTUEL GAMBLI NG AND SOCI AL AND
ECONOM C | MPACTS.

DR. GERSTEIN. As you know, the last neeting we really
went pretty conprehensively through the contents of the report.
And | don't intend to try and rehash that, particularly because
the tine is short, and we have been asked to focus on a few
di mrensions on the report in particular.

| did bring a few slides. And | can project these on
the overhead, although they're not particularly critical
I ndeed, maybe | should just run through nost of ny talk w thout
t hem

CHAI RPERSON JAMES: The slides may be helpful, but
woul d you |ike sonmeone to put themup for you?

DR. GERSTEIN. The first thing 1'd just like to do is
i ndicate that we have conpleted work with a substantial crew of
people. And | have listed them again just as an acknow edgenent
of the extent of dedication that people have shown in this
proj ect over the course of tine.

| particularly want to point to Henrick Harwood, ny
coll eague with whom | worked a nunber of years ago at the
Nat i onal Research Council. Ri ck subsequently was in the Ofice
for National Drug Control Policy, with which I think the Chair is

a little bit famliar, and has been at The Lewin Goup for
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Si X-seven years, eight years now. He is an economist and is
| argely responsible for the devel opnent of the econom c analysis
in Chapter 3 of the report.

The things that we have been asked to address today,
nanely the ganbling casinos and horse race, horse tracks, in
particular, are addressed to a couple of points in the reports,
al t hough we have tried throughout to focus on the individuals who
ganbl e, making the venues sonewhat secondary to the problem of
pat hol ogi cal ganbl i ng.

Nonet hel ess, it is very clear that if you |look at the
changes over tine since the last report, which |I have vacill ated
between calling the tinme of the previous national survey, 1974
and 1975 sinply because the survey took place in 1975 but when
aski ng people about the past year, which is an inportant point
for ganbling participation, it always referred them to cal endar
1974.

What we see in conparing these two points in tine are
some pretty substantial differences. The first and major
difference is sinply that the experience of ganbling has becone
much nore w despread in the population, as represented by the
fact that one out of three of the people who were interviewed and
represented in the previous survey said they had never ganbled in
their lifetime and that nunber has dropped to one out of seven
That’s a pretty substantial change in a behavior over this span
of tinme.

And, secondly, perhaps as indicative is that when you

|l ook at the extent of spending as a percentage of personal
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income, -- and this is a figure that is presented particularly in
Eugene Christensen’s and WII| Cunm ngs’ and Sebastian Sinclair’s
work -- that percentage has increased by about two and a half
times in this period as a percentage of incone, which, of course,
has also itself changed and increased to sone extent; and,
whereas, in the 1974 era, the total anount that people spent
ganbling -- now, this | should stipulate is on |egal wagering.
And there is a whole other conversation about illegal wagering,
which, by and large, the experts, such as Eugene Christensen,
view as a small part of the overall picture, a declining part.

But legal wagering has basically increased from3
percent to.75 percent of personal inconme in this period. That’'s
a jump of two and a half. And it’s an indication that
popul ati on-w de, just as fewer people are not ganbling, those who
are ganbling are also spending nore of their noney on ganbling

activities.

There is a substantial change over time, however, in
the nature of ganbling, in addition to these changes in
participation and the anpbunt spent. And that’s represented by

the fact that both lotteries and casinos have becone nore the
standard and the norm

Wuld you put wup that next picture? It really
Illustrates this point nost effectively. The blue lines on this
chart; that is, the blue bars, representing 1975, if you |l ook at
that distribution, it’s clear that, even in 1975, when there were
fewer lottery states but still 13, as | renenber, lottery was

clearly the nost promnent form of ganbling. But second to that
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was bingo; third, horse-racing; and casinos, fourth, when we | ook
at people saying what kind of ganbling they had engaged in in
t he past year.

And the picture has really changed dramatically.
Looking at the purple lines, lottery play is, of course, a far
nore substantial part of the population’ s behavior now It’s
basically doubled in terns of past year participation.

Casino play has also doubled; whereas, bingo and
horse-racing -- and | should note that in the report of the 1975
survey, horse-racing was referred to as the Anmerican pastine as
far as ganbling is concerned. Cearly that pastinme has not been
sustained relative to these other forns of ganbling over the
course of the past 25 years.

The final point is that when we | ook at these nunbers,
we find that the reduction in pari-nutuel betting has brought its
participation rate in the population down to about 18 percent.
That is, one in 12 people bet off track or on track. And that’s
as conpared to about one-fourth of people who have gone to a
casino and about half of the people bought a lottery ticket in
the past year. And, as | said, this really represents a
substantial change over time in the position of the racing
Industry and its relationship to ganbling.

I’d like to rehearse again, as you're famliar, as the
Conm ssion nenbers are famliar, wth from the report, the
typol ogy of lifetime ganbling behavior.

As you know, we had previously sinply identified these

different categories. W have not changed what the definitions
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are. W have sinply given them |labels that correspond to the
ki nd of |anguage people use to define these behaviors, what had
previously been called Type A what it neant before, and what it
means now as soneone who is not a ganbler, sonebody who has not
ganbled in their lifetine.

W refer to a lowrisk ganbler; that is, people who
ei ther had never |ost an appreci able sum of noney or who had done
so but in reviewng the series of questions on the DSM I V-based
ganbling screen didn’t subscribe to or affirma single problemin
their lifetine. And we refer to these as a |lowrisk group

Qovi ously sonme of them are at |ower risk than others.
Sonmeone who has only been ganbling for a year or two and has no
probl ens, has sort of not quite the track record of ganbling
W t hout problens as soneone who has been ganbling for 30 or 40
years and affirns no probl ens.

Nonet hel ess, in epidemologic terns, this |ooks like a
lowrisk group; that it is engaging in a behavior and doesn’'t
report that the behavior is yielding problens.

Type C, which is a group that in DSMIV cones at us
with one or two problens. W refer to this as an at-risk group.
Again, this is sort of a standard epidemologic term when you
refer to a risk group, one in which you think there is an
appreci abl e difference between a group where there is very little
i kel i hood, at least in the immediate term of seeing the problem
of reference arise and one in which there is sone track record.

And so there is sonme sense that a little nore attention

ought to be paid to people who fall into this group, that it does
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represent a category that's a little different from the other.
And in general terns, as we'll see in a nonent, this is a nuch
smal l er group than the low risk and a sonewhat |arger group than
the others we have identified.

This group has had various terns in different
nosol ogi es. And | think it’s called a transitional group. In
sone people’ s |anguage, there’'s really no fixed | abel to be used.
The one we use here is the nost general termthat epidem ol ogi sts
use for categories like this.

The term that’s the problem in "pathol ogical ganbler”
we have assigned here, there's really little controversy in a
sense about the term "pathol ogi cal ganbler” because it’s an exact
transcription fromthe DSMIV criteria. It is the termthat is
wi dely used clinically, and it is the category in which nost of
our evidence indicates high rates of all of the sorts of problens
that clinically are identified wi th pathol ogi cal ganbler

As you know, the term "problem ganbler” is used a |ot.
And it’s a termthat doesn’'t have quite the extent of agreenent
about how it should be defined. W restricted that termhere to
I ndi vi dual s who show three or four lifetime DSMIV criteria. 1'd
make the point because it’'s been made to us a nunber of tines by
the people who are instrunental in devel opnent of those criteria
that they felt that the category of individuals who report for a
lifetime DSMIV criteria are really indistinguishable from
pat hol ogi cal ganbl ers.

So in sone sense, this is kind of a shading between

those who clearly are in the kind of trouble that people go to to
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require clinical treatnent for or at |east that nost people who
go to clinical treatnent belong in and those who are at a
somewhat |lower level. | amnot sure what else it makes sense to
call it.

But since the term "problem ganbler” again is wdely
used in the literature and has been used by other researchers
specifically to this point; that is, to identify people wth
three or four criteria, we use this termhere as well.

W can go on to the next one as well. This is the
distribution of these categories. And, as the Conmm ssion asked
us to do previously, as you know from the beginning of the
di scussi on about the patron survey, |’ve pretty nmuch maintai ned
that the purpose of it was as a supplenent to the tel ephone
survey.

And in that sense, finding the way in which it nade the
nost sense from a statistical point of view, to conbine the two
Is what we finally achieved here. It’s that conbinatorial
approach as defined in the report.

And 1'm certainly happy to discuss that further,
al though | should note that the statistician nost responsible for
it, with whom | did work very closely, happens to be on his
vacation at this point. So we do have a clear record, and | do
know what he did.

The conbined group, of course, yields a |arger nunber
of individuals in both the problem and pathol ogi cal categories.

And that was kind of the principal point, to be able to kick the
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nunbers of people up so that we could analyze thema little nore
effectively.

What we found when we nmade that conbination, the
non- ganbl er group was not affected because, of course, the patron
survey had virtually no non-ganblers in it, to begin with, being
coll ected at places where people go, largely for the purpose of
ganbl i ng. There were three. And that’'s testinony to the fact
that when we sanple people, it was not at gamng tables or
equi val ent but as they wal ked past. And sonme people were sinply
there with others and thensel ves ganbling in the past year.

W do get that one in seven as, therefore, the
continued portion of non-ganblers. The lowrisk group is
virtually the sane after this adjustnent, which 1is not
surprising. That is, about three-fourths of the population are
low-risk ganblers by the definitions that we have used and the

instrunentation that we have used.

The at-risk group is about the sane size. That is,
It’s not statistically distinguishable. It is a little bit
smal l er when you | ook at the bare nunber. It still runs about

7.7 percent.

And |’'ve translated these. | couldn’'t quite get these
to fit in the table. So | sinply put them at the bottom  You
translate these into nunbers. The 14.4 percent translates to 29
mllion non-ganblers, 148 mllion lowrisk ganblers, and about
one-tenth that nunber. Now it says an at-risk group. And,

specifically, we nean at-risk with problem ganbling.
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Qoviously if you |look at these ratios that exist, which
Is one of transition and possibly transition out of as well as
possibly transition into, it’'s alittle difficult to know because
the group is quite heterogeneous.

That group of 12 mllion is substantially |arger than
the 3 mllion or so who fall into that problem ganbling category,
which is one and a half percent of the adult popul ation.

The 1.2 percent who in the conbined survey are
estimated to be pathological ganblers, | just note that that 1.2
percent is a higher figure by a just barely statistically
significant anmount than what the tel ephone survey al one yiel ded.

And | continue to believe that the conbined estimate is
t he best one. It was, | repeat, the point of doing the patron
survey to enable us to bring these nunbers up so that we had
enough individuals that we could feel nore confident about the
reliability of the statistics.

So those nunbers are what we feel is the best estinate.
They are not dissimlar to nunbers that people in other surveys,
obviously not at a national |evel but at a state |evel, have cone
up with when they abrogate across and try and extrapolate to the
nati onal estinate.

The other place in the report -- and here | just want
to point to a couple of points that are pertinent to the
guestions that we’ ve been asked to | ook on today, and that has to
do with racetracks and casi nos.

In looking at our community case studies, we did find

pretty clear evidence in many of these that there was outright
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conpetition between for the ganbler dollar, between racetracks
and casinos. And this is specifically in the testinony that when
casinos opened in proximty, racetracks had a tough tine
mai ntai ning their business operation. And in that sense, we're
not just |ooking at disparate phenonena. W do appear to be
| ooki ng at popul ati ons that are maki ng choi ces.

The other points on this slide are all ones that we
di scussed last tine having to do with the inpact of casinos on
| ocal areas. And these are all points that correspond in the
comunity studies to the statistical results to the extent that
the statistics and the community studies were able to speak to
t he sane issues.

This is just a remnder of how the community case
studies were carried out. And we can go on to the next one.

In the statistical database, we analyzed the effect of
comunity opening. And, as you may recall, what we found is that
the indicators of bankruptcies, which were derived directly from
data out of the Admnistrative Ofice of the United States
Courts, where Dbankruptcies are filed, the several heal t h
I ndi cators that were useable and rates of violent crine, as these
are neasured, that’'s what we think of as, of course, predatory or
street crines were not changed.

W could not analyze sinply because the national
statistical data collection system for nonviolent crines. That
Is principally what we think of as white collar crines,

enbezzl enent, fraud. These rates are sinply not in a condition
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that one can do this kind of conparison wthout a substantially
greater investnent in working with these sites to get the data.

The FBI uniformcrinmes report focuses on violent crine.
It’s a voluntary reporting system And it’'s very well-ascribed
to on that level. | think that's nearly the end of this set of
pi eces. Again, this is the nmethods one m ght share, again, |’ ve
descri bed previously.

At this point, I'd like to turn over the discussion to
ny coll eague, Rick Harwood. W have analyzed the data from the
survey and this report from the conbined survey, although I
believe we used the conbined survey the last tinme but this tine
were able to use the data fully weighted. And 1'd ask Rick to

describe the results for you.



